UNIVERSITY OF NEW ENGLAND 


University of NAME: 
New England , 
STUDENT NUMBER: 


UNIT CODE: ECON101 

PAPER TITLE: Introductory Microeconomics 

PAPER NUMBER: First and Only 

DATE: Wednesday 5th June 2019 TIME: 1:45 pm to 4:00 pm 
TIME ALLOWED: = 2 hours and 15 minutes 

NUMBER OF PAGES IN PAPER: _ FIVE (5) 

NUMBER OF QUESTIONS ON PAPER: ~— EIGHTEEN (18) 

NUMBER OF QUESTIONS TO BE ANSWERED: EIGHTEEN (18) 


STATIONERY [ae 6 PAGE ANSWER BOOKS ) 0 GENERAL PURPOSE ANSWER SHEET 
PER 


CANDIDATE: | 0 GRAPH PAPER SHEETS ) 0 GEOLOGY SAMPLES 


OTHER AIDS REQUIRED: ANSWER SHEET FOR PART AIS ON PAGE 5 
CALCULATORS: NOT PERMITTED 


TEXTBOOKS OR NOTES: NOT PERMITTED 


INSTRUCTIONS FOR CANDIDATES: 


e Candidates MAY NOT start writing until instructed to do so by the supervisor 

e Please pay attention to the announcements and read all instructions carefully before 
commencing the paper 

e Candidates MUST write their name and student number on the top of this page and 
on the answer sheet provided on page 5 

e Part A: Answer ALL TEN (10) multiple-choice questions on the answer sheet 
provided on page 5 

e PART B: Answer ALL EIGHT (8) short answer questions in the answer books 
provided 

e This examination paper MUST BE HANDED IN along with all supplied stationery. 
Failure to do so will result in the cancellation of all marks for this examination 


REMEMBER TO WRITE YOUR NAME AND STUDENT NUMBER AT THE TOP OF THIS PAGE 


THE UNIVERSITY CONSIDERS IMPROPER CONDUCT IN EXAMINATIONS TO BE A SERIOUS OFFENCE. 
PENALTIES FOR CHEATING ARE EXCLUSION FROM THE UNIVERSITY FOR ONE YEAR AND/OR CANCELLATION 
OF ANY CREDIT RECEIVED IN THE EXAMINATION FOR THAT UNIT. 


ECON101, Trimester 1 2019 


Part A 
10 Multiple Choice questions, each worth 2 marks (20 marks in 
total) 


1. An example of a good that has non-excludable benefits and is rival in nature would 
be: (Select one answer only) 


. fish in the ocean. 
. cable television. 
motor vehicles. 

. national defence. 
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2. Which of the following is an example of a trade restriction? (Select one answer only) 


a. The United States, Canada, and Mexico sign the NAFTA agreement. 
b. Japan places a tax on all cars being driven in Japan. 

c. domestic wine is more expensive than wine imported from Chile. 

d. consumers prefer German beer to domestic beer. 


3. Most economic models assume that: (Select one answer only) 


a. buyers and sellers have the same amount of information about the product. 

b. buyers and sellers have too little information about the product. 

c. buyers have more information about the product they are buying than do 
sellers. 

d. sellers have more information about the product they are selling than do 
buyers. 


4. In economics, the term ‘dumping’ refers to: (Select one answer only) 


a. foreign producers giving their products away free to gain customers. 

b. the loss associated with a tariff. 

c. giving up free trade, in essence, dumping it. 

d. selling a product in another country at a price below the cost of production. 


5. Fora private solution to an externality problem to be reached: (Select one answer 
only) 


a. transaction costs of arriving at a private solution must be low. 

b. the number of people causing the problem and the number affected must be 
small. 

c. all the people affected must agree to a solution. 

d. all of these options are correct. 
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6. Over the past several decades there has been a rapid growth in international trade. 
This growth has been due to all except one of the following factors. Which factor has 
not contributed to the growth of international trade? (Select one answer only) 


a. areduction in shipping costs. 

b. favourable changes in government policies. 

c. the spread of reliable communications. 

d. an increase in the tariffs charged on many goods. 


7. Adverse selection can be reduced in the used car market by: (Select one answer 
only) 


buyers revealing how much they want cars. 

government regulation of the price for used cars. 

used car dealers building a reputation for selling reliable used cars. 
all of these options are correct. 
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8. If a nation has an absolute advantage in producing a good or service, this means that: 
(Select one answer only) 


a. no other nation can produce the good. 

b. the nation has the lowest opportunity cost to produce that good. 

c. using the same amount of resources, the nation can produce more of that good 
than any other nation. 

d. none of these options is correct. 


9. Which of the following describes the national security argument for protectionism? 
(Select one answer only) 


a. increases in economic surplus outweigh the decreases in consumer surplus 
that result from protectionism. 

b. some goods should be insulated from foreign competition to ensure an 
adequate supply of these goods in the event of an international conflict. 

c. private companies (for example, Coca-Cola) should not be forced to reveal 
their trade secrets to foreign companies. 

d. nearly all industries can make some claim to strategic importance, and 
therefore such trade restrictions can get out of hand. 


10. Autarky is a situation in which a country: (Select one answer only) 


only exports products. 

only imports products. 

does not trade with other countries. 
has no absolute advantage in 
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Part B commences on Page 4 
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Part B 
8 Short answer questions, each worth 10 marks (80 marks in 
total) 


‘lls 


The government is considering imposing an import quota on a product that is also 
produced domestically. Demonstrate that the quota would have different effects on 
domestic consumers and producers. Use one or more diagrams to illustrate your 
answer. 


. For a perfectly competitive firm, use a diagram to show that profits are maximised 


where Price is set equal to Marginal Cost. 


. Compare the price and quantity outcomes delivered by monopolistically competitive 


and perfectly competitive industries. State and explain the implications for society 
about efficiency. 


. Explain, using an example, how a high income elasticity of demand for a product can 


result in an increase in its price. Which feature of supply dictates how high the price 
rises? Use one or more diagrams to illustrate your answer. 


. Define the terms “adverse selection” and “moral hazard”. Explain how they affect 


insurance markets and describe mechanisms insurance firms use to avoid each of 
these problems. 


. How does ease of entry and exit by firms affect market prices? Use one or more 


diagrams to explain your answer. 


. The airline industry produces a substantial amount of pollution. In terms of economic 


efficiency, explain why preventing all air travel is not the best solution to the problem. 
Use one or more diagrams to illustrate your answer. 


. What is a natural monopoly? Explain, using a diagram, why an attempt to force a 


natural monopoly to Price its product equal to the Marginal Cost of production is 
unlikely to work. Describe at least one alternative regulatory approach and compare it 
with Marginal Cost pricing. 
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